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INDEPENDENT AUDITOR'S REPORT To the Board of l)irectors of Northwood Preparatory High Schoo 

985) 892-6633 - Cuvington 985) 892-4666 - FAX 

We havc audiled the accompanying stalcmcnt of financial position of Northwood Preparatory 1 ligh School (a nonprofit organization) as of June 30, 2001 and the related statements of aclivitics and cash flows for the year then ended. These financial statements are the responsibility of the School's management. Our responsibility is to express an opinion on these financial statements based on our audit. 
We conducted our audit in accordance with auditing standards generally accepted in the United Stales of America. Those slandards require thal we plan and perfoma the audit to oblain rcasonablc assurance about whether tim financial statements are free of material misstatemenl. An audit includes examining, on a lesl basis, evidence supporting the amounts and disclosures in the financial stalemenls. An audit also includes assessing tlm accountingprinciples used and significant estinmles made by management, as well as evaluating the overall financial statement presentation. We believe thai our audil provides a reasonable basis for our opinion. 
In our opinion, lhe financial statemenls referred to above present fairly, in all material respects, the financial position of Northwood Preparatory tligh School as of June 30, 2001, and the results of its operations and its cash flows for the year then ended in conformity with accotmling principles generally accepted in tile United Slates of America. An audit was performed for the purpose of forming an opinion on lhc financial statemcnts of Northwood Preparatory High School. The accompanying supplemental information is prescntcd tbr the purposes of additional analysis and is not a required part of the financial statements. Such information has been subjected 1o the auditing procedures applied to the financial slalemenls and, in our opinion, is fairly stated, in all material respects, m relation to lhe financial statements taken as a whole. 
Oclober 8, 2001 



Ctlrrcnt Assets Cash and cash equivalents Granls receivable Prepaid expenses Total (~l.ll-rcut assets 
ropcrty, Plant and l';quipmcm Ftll-niture and fixtures 1 ,caschold improvcnlcnts l';quipment Total at eosl l.css accumulatcd dcprcciation Net property, plant and cquipment 

Northwood Preparatory 1 ligh Schoo STATI';MENI" OF FINANCIAl. I'OSITION 

Current 1Aabilities Accounts payable Accrued expenses ( urrcnl malurily of capital lease payable Current maturity on notes payable l)uc to l.oui siana l)cpartmenl of Education Contingent liability Total cunent liabilities Other l.iabilitics Notes payable Capital lease payable Total other liabilities 
Net assets - unrestricted 

June 30. 2001 
ASSETS 

IAAB]I ATIES AND NET ASSETS 

The accompanying notcs arc an integral part of this statement. 
4 

63,319 82,818 248,528 410,288 59,247 351,041 

28,258 163,289 22,772 79,204 116,398 11,000 420.921 
88,663 12,188 100,850 521,77 
(47,249) 474,522 



Support and Revenue Stale public school ffmding Other stale funding Federal sources ]llVestment income Olher income Tota] support and revenue l,.'xt)ellses lilstruction: ll.egular education progralns Special Ed programs Vocational lid programs Other inslruclional programs Special programs Support services: Pupil supporl lnslruclional staff support General administration School administralion Business services Operation and maintenance of plant l~upil transportation (Tcntral services Food service l)ebl service Capital lease - interest Change m estimates - contingent liability Total expenses ( hange in net assets Net asscts - beginning Net assels - ending 

Norlhwood Preparatory High Sehoo 
STATEMENT OF ACTIVITIES For the Year Ended June 30, 2001 

"he accompanying notes are an integral part of this slatemenl 

Unreslriclcd 

2.180.040 
671,844 136,004 2,083 67,887 14.937 161,936 7,074 41,718 247,621 46,767 257,038 135,386 19,471 81.585 12,540 (33,0203 1.870.871 
309.169 (356,418~ 



Northwood Preparatory ltigh Schoo STATEMI';NT OF CASI 1 FI.OWS For the Ycar Ended June 30. 2001 
(?asia Flov,,s From Operating Activities: Increase ill net assets Adjtlstments to rcconcilc increase in net assets to net cash provided by operating activities: Dcpreciation Contribution of building (non-cash) Increase in grants receivable Increase in prepaid expenses lncrcase in accounts payable hlcrcasc ill acel'tled expenses l)ecrease in State public school funding disallowment l)ecrcase in contingent liability Tolal adjustments Net cash provided by operating activities Cash Flows From Investing Activitics: l'urchasc of fixed assets Net cash used by investing activitics Cash Flows From Financing Activities: ]'rocccds fi'om capital lease obligations Proceeds fl-om notes payable Payments on capital lease obligations Payments on holes payable Net cash providcd by fmancinl~, activities NET I)I';('I".I';ASI,; IN ('ASH AND CASH EQUIVALENTS Cash and cash equivalents at beginning of year ('ash and cash equivalents at end of year 

'he accompanying laOleS arc all integral part of this statement 
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$ 309.169 
39,816 (10,000) (18,311) (10,430) 22,297 10,399 (290,154) __ (33,020) (289,403) 19.766 

__ (246,068} (246,068) 
8,912 201,987 (17,002) __ (34,120) 159,777 (66,525) 132.383 $.65,858 



Northwood Preparatory High Schoo NOTES TO FINANCIAL STATEMENTS 
June 30. 2001 NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES Northwood Preparatory High School (the School) was created as a non-profit corporation trader the laws oflhe State of Louisiana oll June 19, 1999. The School entered into a Charter School Contract with the Louisiana State Board of Elementary and Secondary Education beginning July 1, 1999 whereby the School would operate a Type ll charter school as defined in LSA R.S. 17:3971, et.seq. The School serves eligible students in grades ninth through twelfth primarily in the parishes of Tangipahoa and St. Helena. 

A summary of the School's significant accounting policies consistently applied in the preparation of the accompanying financial statements follows: 
1. Financial statement Dresentatio The School follows the guidance of Slalemenl of Financial Accounting Standards (SFAS) No. 117, "Financial Statements of Not-for-Profit Organizations," Under SFAS No. 117, the School is required to report information regarding its financial position and activities according to three classes of net assets: unreslricled, temporarily restricted, and permanently restricted. In addition, the School is required to present a statement of cash flows. 
The School also follows the guidance of SFAS No. 116, "Accounting for Contributions Received and Contributions Made," whereby contributions received arc recorded as um'cstricted, temporarily restricted, or permanently restricted supporl depending on the existence and/or nature of any donor restrictions. Restricted net assets m'e reclassified to unrestricted net assets upon salisfaclion of the donor imposed time or purpose restrictions. 2. Basis of Accounting 
Basis ofaccotmling refers to when revenues and expenses are recognized in the accounts and reported oll the financial statements. The financial statements of Nortbwood Preparatory ltigb School are prepared on the accrual basis of accounting whereby revenues arc recognized when earned and expenses are recognized when incurred. 3. Revenues 
The School's primary source of funding is through the State Public School Fund. The School receives $4,824 per eligible student in attendance on October 1, payable in monthly inslalhnents. The October 1 student count is audited by the Louisiana Department of Education. Adjustments are made in the following year. As discussed in Note N, a liability has been accrued for students disallowed by the Louisiana Department of Education. 



NOTE A - (CONTINUED) 

Northwood Preparatory ttigh School 
NOTES TO FINANCIAL STATEMENTS 

3. Revenues- continued 
June 30, 2001 

Stale and federal grants are on a cost reimbursement basis. Accrual is made when eligible expenses occur. 4. Fixed Assets and Denrcciatio Fixed assets are recorded at historical cost or estimated historical cost if historical cost is not available. Betterments which naturally add to the value of related assets or materially extend tile useful life of assets arc capitalized. Normal building maintenance and minor equipment purchases arc included as expenses of the School. 
Depreciation of fixed assets is calculated using the straight-line method over the estimalcd useftd lives of the assets. Depreciation cxpcnsc totaled $39,816 for the year ended June 30, 2001. The following arc lhe estimated useful lives of the fixed assets of the School. 
Leasehold improvements Furniture and equipmcnt Equipment 5. Income Taxes 

Usefill Lives 5 5-7 5-7 
Tile School is recognized by the Internal Revenue Service as a Section 501(c)(3) tax-exempt organization. 
6. Statement of Cash Flows For purposes of the statement of cash flows, the School considers all investments purchased with an original maturity of three naonths or less to bc a cash equivalent. 
7. Use of Estimates The preparation of financial statements in conformity with generally acccptcd accounting principles requires management to make estimatcs and assmnptions that affect ccrtain reported amounts and disclosures. Accordingly, actual results could differ fi'om those estimates. 



Northwood Preparatory High Schoo NOTES TO FINANCIAL STATEMENTS 
June 30, 2001 

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 8. Concentration of Credit Risks Financial instrmnents that potentially subject the School to concentrations of credit risk consists of cash in excess of federally insured limits of $30,777. 
NOTE 13 - CAStt AND INVESTMENTS As of Jtme 30, 2001 cash consists of demand deposits in a local bank of $55,711 and a certificate of deposit of $10,147. 
NOTE C - GRANT RECEIVABLE As of June 30, 2001 receivables consisted of amounts due fi'om following sources 
Special education IASA grants Tille 1 Title IV Class size reduction LEAP rcmediation PIP 

$ 9,327 17,349 1,445 11,322 6,227 468 



Northwood Preparatory High Schoo NOTES TO FINANCIAL STATEMENTS 
June 30, 2001 

NOTE D - CAPITAL 1.EASE OBI.IGAT1ON 
The School is obligated under a capital lease with a finance company. The total cost of cquipnmnl acquired through the capital lease is $54,407. The lease requires 39 monlhly payments of $2,062 expiring on December 27, 2003 with a purchase option of $1. The School is also obligated under another capital lease with a finance company. The total cost of equipment acquired through this capital lease is $8,912. The lease requires 29 monthly payments of $392 expiring on February 28, 2003 with a purchase option of $1. 
The fi~turc nfininnun lease payments due under the capital leases are as follows at June 30 2002 2003 
Total future minimuna lease payments l,ess amotml representing interest 
Present value of net mininmm lease payments 

NOTE E - OPERATING LEASE COMMITMENTS 

$ 29,447 13.053 
42.500 (7,540) 

The School leases land and portable buildings under operating leases. The momhly rental for the land is $3,500 through an initial term ending June 30, 2002. The School has an option to renew the lease for an additional two years. The rental for the portable buildings totals $14,488 monlhly with the term ending in June, 2004. At that time, the School may continue to pay rentals on a month-to- month basis. Future minimum lease pasanents are as follows at June 30: 
2002 2003 2004 

10 

$ 42,000 42,000 
Buildings 
$ 173,861 173,861 173.861 $ 42,000 $ 521,583 



Northwood Preparatory High Schoo NOTES TO FINANCIAL STATEMENTS 
NOTE F - NOTES PAYABLE 

June 30, 2001 
At June 30, 2001, tim School was obligated under tim following agremnents Note payable to Taylor Bus Sales, Inc. dated May 8, 2001, payable in thirty lnonthly installments of $2,717 including interest at a rate of 14%, secured by six buses. 
Note payable to Time Trend, Inc. dated April 17, 2001, payable in eight quarterly inslalhnenls of $15,660, principle only, secured by IBM computers. Note payable to Interstate Premium Finance Corp. dated May 9, 2001, payable in nine monthly inslalhnents of $964 including interest at a rate of 12%, unsecured. 

$ 66,531 
93.960 
7.376 

Total future principal and interest payments under tim above obligations at June 30 are as follows 
2002 2003 2004 

Principal $ 79,204 75,539 13.124 
Interest $ 8,096 4,049 463 

Total $ 87,300 79,588 13,587 $ 12,608 $ 180,475 



Northwood Preparatory High School 
NOTES TO FINANCIAL STATEMENTS 

NOTE G - INSURANCE COVERAGE 
June 30, 2001 

As of Jtmc 30, 2001, tim School had the following insurance policies in effect 
Type of Covcrag_e Exoiratio 
General liability Septembcr 16, 2002 

Crime 

Coverage I,imits Aggregate $3,000,000 Each occur. $1,000,000 Injury $1,000,000 Sexual misconduct $300,000 September 16, 2002 Theft $5,000 Professional liability September 16, 2002 Aggregatc $3,000,000 Each occur. $1,000,000 Medical $25,000 
September 16, 2002 Replacement cost 100% Workmen's Compensation June 30, 2001 

NOTE 1t - CONTINGENT LIABILITIES 
Statulory 

The School has offcrcd to settle a claim incun'ed during the year ended June 30, 2000. Tim following is an explanation of the claim and the status as of the date of this report. During the year ended June 30, 2000, a full-time employee exhausted all of her sick leave due to complications incurred during her pregnancy. The employee did not rctm-o to work in thc 1999- 2000 school year. The employee has filed suit in districl court seeking payment of back wages and related benefits. The basis for her claim is related to similar extended benefits offered by the Tangipahoa Parish School Board. The School's charter does not contain any language regarding application of such benefits. Tim School tendered an $11,000 offer to settle the lawsuit. This offer was rejected with a counter offer of $15,600 made by the plaintiff's attorney. Thc School has rejected the counter offer and intends to vigorously contend tim case ill court. A liability has been rccordcd at June 30, 2001 for $11,000. The School's legal council has been notified of a possible claim regarding a contract disputc with a local company which provided bus services to School. The attorney considers any liability related to Ibis claim to be remote and no liability has been recorded as of June 30, 2001. 



Norlhwood Preparatory High Schoo 
NOTES TO FINANCIAL STATEMENTS 

June 30, 2001 
NOTE 1 - ANNUAL FINANCIAL REPORT RECONCILIATION 
The School has submitted an Annual Financial Report to the Louisiana Department of Education for the year ended June 30, 2001. The following is a reconciliation between total expenses reported on the Annual Financial Report and total expenses presented in these financial stateYL~ents. 
Total expenses per Annual Financial Report Reconciling items: Capitalization of fixed assets Principal paymenls on capital lcase and notes payable Change in estimate - contingent liability Concession and miscellaneous expenses Depreciation of fixed assets Total expcnses 
NOTE J - RETIREMENT PLANS 

$2,151,536 
(246,069) (55,670) (33,020) 14,278 39,816 ~1,870,871 

Substantially all cmployces of the School are members of the Teachers' Retirement System of 1,ouisiana. This syslcm is a cost-sharing, multiple-employer defined benefit pension plan administcrcd by a separate board of trustees. Pertinent information, rclativc to lhe plan follows: 
Retirement 

Plan Description: The TRS provides retirement benefits as well as disability and survivor benefits. Ten years of service credit are required to bccome vested for retirement benefits and five years to become vested for disability and survivor benefits. Benefits are established and amended by stale statute. The TSR issues a publicly available financial report that inchldes financial statements and required supplementary information for the TRS. That report may bc oblaincd by writing to the Teachcrs Retirement System of 1,ouisiana, P.O. Box 94123, Baton Rouge, LA 70804-9123. 



Northwood Preparatory High Schoo NOTES TO FINANCIAL STATEMENTS 
June 30, 2001 

NOTE J - RETIREMENT PLANS (CONTINUED) Fundingpolicy: Plan members are requircd to contribulc 8 % of their annual covered salary. Thc School is requircd to contribute at an actuarially determine rate. The current rate is 15.2% of annual eligible covered payroll. Mcmber contribu~.ions and employcr contributions for the TRS arc established by stale law and rates are established by the Public Reliremcnl System's Acluarial Committee. The School's contributions to the plan for the year ended June 30, 2001 was $109,113, equal to the required contribulion for lhe year. 
NOTE K - FIXED ASSETS Depreciation expense for the ycar ended June 30, 2001 was $39,816 
All assels acquired with Department of Education funds arc owned by the school while used in lhe purpose for which il was purchased. The Deparhneni of Educalion, however, has a reversionary inlcrcsl in these asscts. Should the charier not be renewed, lille in any assets purchased wilh lhosc fimds will Iral~sfcl" to lhe appropriate agency. 
NOTE L - CONCENTRATION OF FUNDS 
Thc organizalion rcccives almost all ofils funding fi'om the Slale of Louisiana 
NOTE M - LETTER OF CREDH" The School has a letter of credit agrccment totaling $10,000 in favor of 1.he Louisiana High School Alhlclic Association. In connection with this letter of crcdil, a ccrlificate of deposit, having a balance of $10,148, is pledged as collateral. As of June 30, 2001, there have been no draws upon this letter of credit. NOTE N - STATE PUBLIC SCHOOL FUNDING 
The School's revenues from the State Public School Fund are based on a contraclual anlounl pcr in altendance on October 1,2000. For the year ended June 30, 2001, the School was paid based on 416 students. Subsequent to year end, the Louisiana Department of Education has disallowed a nel of 24 studel~ls. The Departlnenl will withhold from futurc mot~thly paSqnents to satisfy this disallowment. A1 June 30, 2001, a liabilily of$116,398 has been recorded. 



SUPPLEMENTAL INFORMATION 



BOARD MEMBERS 

Northwood Preparatory High Schoo 
SCHEDULE OF BOARD OF DIRECTORS 

David "P.J. Franklin 56143 Bickman Chapel P,d Amile, I.A 70422 504-429-9542 
l'hil Calvin, President 17757 Rising Fawn Dr Amile, l.A 70422 504-878-0759 Bernell Cook 1335 3th Street Kentwood, LA 70444 504-229-8145 
Pies Jcnnings, Vice-Presidenl 1740 llano Road Independence, I.A 70443 504-748-5918 Ann Magmlson 606 P, ue Chalet l lammond, I.A 70403 504-419-8082 Mike Saucier 42055 I)unson Road l'onchatoula, LA 70454 504-386-5657 
Alfied Terrell 110 1';. Cheslnul Amite, I,A 985-747-0245 Judy Williams 607 Tobey Drive Amile, LA 70422 504-748-7618 

June 30, 2001 
COMPENSATION 

-0- 

-0- 



Samuel K Snmh. CPA Patrick "Bryan" ] h,val, ('PA 
Smith, Huval & Associates, L.L.C. (A LIMITED [.[ABII.[TY COMPANY) Certified ff'ub[ic Nccoun~ants P.O. Box 3790 Covington, ].ouisiana 70434-3790 985) 892-6633 - Covington 985) 892-4666 - FAX 

REPORT ON COMPLIANCE AND ON INTERNAL CONTROL OVER FINANCIAL REPORTING BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WlTII GOVERNMENTAUlkITING STANDARDS 
To the Board of Directors of Norlhwood Preparatory High Schoo Wc havc audited lhc financial slalemcnts of Northwood Prcparalory High School (a nonprofit organization) as of and for lhe year ended June 30, 2001 and have issued our report thereon dated October 8, 2001. Wc conduclcd our audil in accordance with generally acccpled audiling standards and tile slandards applicable to financial audils conlained in Govermnent Audililtg Standards, issued by tile Comptroller General of the United Slates. 
Compliance As part of obtaining reasonable assurance about whcther Northwood Preparatory ]tigh School's financial statements are fi'ee of material misslatemenl, we perfommd tests of its compliance with certain provisions of laws, regulations, conlracts and grants, noncompliance with which could have a direct and malcrial effecl on the delennination of financial statement amounts, ttowever, providing an opinion on compliance wilh lhose provisions was not an objective of our audit, and accordingly, we do not express such an opinion. The rcsulls of our tests disclosed instances of noncompliance that arc required to be reported under Governmettl Audiling Slandards which arc dcscribcd in lhc accompanying schedule of findings and questioned costs. nternal Control Over Financial Rctmrfine In planning and per feinting our audit, we considered Northwood Preparatory High School's internal control over financial reporting in order to determine our auditing procedures for tile purposc of expressing our opinion on tile financial slatcments and not lo provide assurance on lhe inlcrnal conlrol over financial reporting. Our consideration of the internal control over financial rcporling would not necessarily disclose all matters ill lhc internal control over financial rcporling lhat might bc material weaknesses. A material weakness is a condition in which the design or operation of one oi" more of tile internal control componenls does not reduce to a rclalivcly low level lhe risk Ihal misstatemcnls in amounts Ihat would be material in relation to the financial staC.emenls being audilcd may occur and not be delectcd within a limcly pcriod by cmployccs in lhc normal course of perforating their assigned functions. We holed no mailers involving lhe internal control over financial reporting and its operalion thai wc consider to be material weaknesses. 



To the Board of Directors of Northwood Preparatory liigh Schoo 
This report is intended solely for lllc informalion of management, the Board of Directors, Ihc Louisiana 1,cgislative Auditor and the Louisiana Department of Education and is not intended for and should not be used by other than those specified panics. 
October 8, 2001 



2001- 

NORTHWOOD PREPARATORY HIGH SCHOOL SCHEDULE OF FINDINGS AND QUESTIONED COSTS June 30,2001 
The School's Charter School Contract requires that 75% of its leachers maintain state certification. During the year ended June 30, 2001, only 35% of the School's teachers held eerlification under state guidelines. Management Rcsponse: The School has instituted a progranl where any uncertified leacher must attcnd an accredited university that is enrollcd in the alternative certification program. Each of tile teachers attended classes last summer and presented copies of grades to the human resource director. Managements goal is to have 100% of the school's teachers certified. 

2001-2 The School has contracted with the dircctor's spouse to provide certain serviccs related 1o the Schools computer system. This contract could possibly be a violation of Section 1113A of the Louisiana Code of Ethics. We recommend that the School consult wilh its legal counsel lo seek a resolulion of this matter. M anagemenl Response: Management has discussed this issue with personnel at lhc Louisiana Departmcnt of Education, who indicated that the nepotism laws do not apply to charter schools. Management will discuss this issue further with their legal counsel and seek a resolution of this mailer. 



2000-1 
Status: 

NORTH WOOD PREPARATORY HIGt t SCI IOOL STATUS OF PRIOR AUDIT FINDINGS 
June 30. 2001 

Percenlage of teachers ccrtificd under 75% required by School Charter This finding has not been resolved. See finding 2001-1 



NorthwoodPreparatory High School 
1011 1NAY/Ceneral Avenue P.O. Box lO11 Andte, LA 70422 985,748.3989 FAX 985,748.3990 De.tuber 27, 2001 ]:)eRr Mr. ty|e: In response to two concerns stated in our external audit for year 2000-2001, please note: Concern #I: Because Nol',_hwood Preparatory High School is a charter school, we enjoy certain exemptions from laws and regulations other public schools must adhere to. However, we are held more accountable in other areas. Following our external audit from 1999-2000, John Murray voiced concern regarding my husband being employed as a technical consultant. Fred Gulllot is employed as Head of Academic Computing at Southeastern Louisiana University. He also sits on the Tangipahoa Parish School System Teaching With Technology Committee. He has aided the local school system with the development of their technical program for years. He also served as a Region II Title I Consultant for other school systems in the area. Iris educational background consists of.' B.S in Education from USL; M.A in Human Resource from Pepperdinc University; M.S. in Computer Science from Southern University; and Ph.D-ABD in Educational Leadership from LSU. In 2000, after our first external audit, I called Mrs. Kathy Matheny, then the head of the charter school office for BESE, regarding the concern. I did not want to compromise my school in any way. IfI remember correctly, she checked with the Attorney C~neral and advised me that the national charter school reform movement did not fall under the nepotism rule. If someone is the highest qualified person to perform a job, they should be the one to do it_ 

Concern #2: I wrote to you last year in response to your letter requesting clarification regarding our lack of 75% certified teachers. As part ofhis/hnr employment, each uncertified teacher is attending an accredited university enrolled in the alternative certification program. They ALL attended classes last summer and each presented a copy of his/her grades to our human resource director to keep on file. Our goal is to have 100% certified teachers within two years. Sincerely, 
Blanche J. GuilYot, Director/Principal 

Blanche ]. G~illot, Director Rhea J. Matu. API Hol~ Bush, AssiscanE Dir~tor Robhie Hermann, Executive Assistant 


